











| 10930301002

Cobb

lestone 2 0o 00 o e o




0930301002

PineRidge @ , = =




T peieom_ | Dwaeols. | psaeo 19378017

Mcintie Rd

1330101002

Hubbard Prairie e T o BTE P i e A







et

PROPERTY TAX ABATEMENT

(Questions and Answers about Jowa law)

Robert E. Josten and John P. Danos
Dorsey & Whitney LLP
801 Grand Avenue, Suite 3900
Des Moines, Iowa 50309
(515) 283-1000

Q: What is property tax abatement?

A: It is a way in which city councils may give property owners an incentive to
improve property by providing an exemption from property taxes for all or a portion of
the increase in property valuation which occurs from new construction or improvements
to existing buildings.

Q: What is the statutory authority for property tax abatement?

A: Property tax abatement may be implemented only in accordance with the statutory
provisions of either Chapter 427B (Industrial Property Exemption) or Chapter 404
(Urban Revitalization Act) of the Code of Towa.

Q: What is the primary difference between the two state statutes?

A: Chapter 427B is applicable to the entire City, but it authorizes abatement only for
warehousing, research facilities and industrial properties and limits benefits to a five-year
sliding scale, ranging from 75% in the first year to 15% in the fifth year. Chapter 404 is
applicable in any parts of the City which have been specifically designated by the
Council for tax abatement, and it authorizes abatement for all types of residential,
commercial or industrial properties, with abatement schedules which vary depending on
the type of property, as discussed below.

Q: What is the process by which either statute is implemented?

A: Chapter 427B abatement requires only a public hearing and adoption of an
ordinance by the Council. Chapter 404 abatement requires much more Council action,
beginning with a determination of the portions of the City in which property will be
eligible for abatement; the development of an “urban revitalization plan” for those areas,
including benefit schedules for various types of property; mailing of notice of the public
hearing to all property owners in the affected portions-of the City and publication of the
notice at least 30 days before the hearing; adoption of the plan by resolution and
designation of the areas of the City by ordinance.

Q: What does Chapter 404 provide for commercial and industrial properties?
A: A maximum of 100% abatement for three years, or a sliding scale abatement for
ten years, ranging from 80% in the first year to 20% in the tenth year.



Q: What does Chapter 404 provide for residential properties?

A: The benefits vary, depending upon the type of qualification of the area in which
benefits are provided. For an area which meets the criteria of “blight” similar to the
urban renewal law, or of historic preservation, residential property new construction may
qualify for as much as 100% abatement for ten years. Improvements to existing property
are also given special treatment up to a maximum of $20,000. For an area which meets
the criteria of “economic development area” as defined in the urban renewal law, these
same benefits are available, but only if the residential property is occupied by families of
low and moderate income (80% or less of the median income in the county). For an area
which meets the criteria of “appropriate for public improvements related to housing and
residential development,” abatement benefits are limited to 100% of the first $75,000 of
value added, for five years.

Q: Must an urban revitalization plan under chapter 404 cover the entire City?

A: No. Because it can be difficult to meet the “blight” criteria necessary for
eligibility of many areas, most cities have tried to focus abatement for residential
purposes on improvements to homes in already developed areas and construction of new
homes on vacant lots. With respect to new residential development, most cities have
chosen to meet the criteria related to an area appropriate for public improvements related
to housing and residential development, thereby giving 100% abatement to the first
$75,000 of new value, for a maximum of five years.

Q: Must a city follow the statutory abatement schedules without change?

A: No, a city may provide any amount of abatement up to the maximum amount
allowed under a particular statutory schedule, but a city may not provide abatement in
excess of the maximums allowed by statute.

Q: What is the difference between property tax abatement and tax increment
financing?

A: With abatement, the valuation related to the new construction or improvement is
kept off the tax rolls for a period of time, thereby reducing the amount of property taxes
to be paid by the property owner. With tax increment, the new valuation is subject to
taxation, but most of the revenues produced by the taxes levied against that valuation by
the city, county and school district are allocated back to the City as tax increment
revenues, and may be used for economic development activities. Abatement provides a
direct benefit to the person who is ultimately responsible for paying the property taxes;
increment provides new revenues to be used by the City for public improvements and
facilities, as well as incentives to developers.



